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When it comes to team collaboration, you can
either read hundreds of management books and
studies - and still have no idea what to do - or you
can simply get out of people's way so they can get
things done.
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Keeping Everyone in the Loop
When you keep the nexus of activity online (across chat rooms, tasks,
and discussion boards), it doesn't matter if your whole team works in
the same office or remotely because everyone is on equal footing.
Someone who works remotely doesn’t miss out on the latest events if
they're not by the water cooler - all they need to do is go online and
they'll be up to speed.

Active Collab is specifically designed so people can focus on work. There are
no intrusive notifications that ask you to drop what you're doing. When you’re
ready, you’ll head to My Work page or your inbox and deal with the notification
when it’s best for you.

Another benefit is increased productivity because if everything is
online, there's no reason to interrupt someone to get information. A
typical developer, while in the zone, keeps a million of things in their
head, from variables and loops to utility functions and API calls; when
someone interrupts them every 11 minutes, they need 20 minutes to
return to the zone where they can get something done. That's a major
productivity killer.
When you bring a new person on the team, it's a great time to teach
them your collaboration etiquette:
• When you have a non-urgent question, don't head to the person's office but
ping them on chat or leave a comment on a task.
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• For general questions and talk, send a message to the appropriate chat room
or start a discussion so anyone can chime in when they have the time.
• If someone is working and doesn’t want to be distracted, they'll have the chat
and Active Collab windows closed.

Why Misunderstandings Happen
Misunderstandings happen because there's a big drop off between the
sender and the receiver. When you send a message, it goes through a lot
of processes and the original meaning gets lost. To make sure there
aren’t any misunderstandings, keep in mind how communication
actually works.
Let's say a client wants to tell a designer what kind of website they want.
A client first writes the message and right there, during that writing
process, the message loses its original meaning. Maybe they can’t
communicate context, have a different interpretation of common terms,
or maybe they're not so good with words. Even professional writers
struggle with concise and clear communication.
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The medium (eg. email or task comment) also takes away some of the
message by limiting what can be said and how. Then, there's the noise
around the medium that downgrades the message's quality: reading a
long email in a noisy office while there are thousands of other unread
emails is different than reading the same message on a piece of paper in
your private office.
Then comes decoding, when a person interprets what you wrote and
distorts the original message further. When the designer reads your
email, they have to decode the message using their own field of
experience.
For example, you may ask for a prototype and the designer may
understand comp, so he'll spend a lot of time making pixel-perfect PSDs
when all you wanted was a fancier wireframe. The good news is, the
more you work together, the more your fields of experience overlap and
there’s less room for misunderstanding.
At the end, the designer gets a different message than the one client
had in their head. So, when you communicate, take into the account:
• How you express something,
• the medium and the environment,
• and the other person’s field of experience.

There are four basic communication patterns: circle, chain, Y, and
network.
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The network pattern is the most efficient and the one you can use only if
you keep the nexus of activity online. In the network pattern, everyone
can communicate directly with everyone else so there's less room for
message distortion.
The network pattern saves you from "monkey on the back" problems
(being responsible for someone else's problem). This problem happens
when someone can’t proceed without the manager's approval so they
hand off the problem to the manager, thus giving him the monkey.
For example, a developer might run into you and say:
Hi there! Great to run into you, because you see, we've got a problem with...

You're in a rush so you say you'll let them know later. You might wonder
what's wrong with that.
But let's examine what really happened: before the two of you met, the
developer had a monkey on his back and you were free; once you
parted, the monkey was on your back and the developer was free.
Basically, you got stuck with the problem, thus neglecting your own
work.

To make matters worse, people sometimes have no choice but to give
away their monkeys to managers due to bureaucratic reasons. The more
managers take on their back, the greater the bottleneck they become;
all until they end up with so many problems that they don't have the
time to do their job. While managers sit on a big pile of tasks, others will
complain how they can't make up their mind.
The solution to the monkey problem is to set clear boundaries from the
start and never accept the ownership of the monkey. At no time, while
helping, will someone’s problem become your problem. It means that if
someone asks for a consultation, it's their job to leave with the solution.
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It’s like in school: if someone asks you to help them with their math
homework, you should help them but at no point should you touch the
pen or do the homework yourself. By taking the pen, you set yourself up
for more work down the road and people know they can take advantage
of you.
Never have issues on a project: issues are talked about, problems are
solved.

How Not to Sound Like an Arrogant Jerk
Digital projects are different when it comes to communication because
people who work together aren't necessarily in the same place or time
zone. This means most of the communication is in written form.
The trouble with electronic communication is that it's easy to
misconstrue. You can't just write:
"It’s good."
"Send the assets, pls."

You have to write:
"Great job! This is really excellent, I love it!"
"I need the assets to finish the design. Could you please send them as soon as
you have the time?"

Both messages say the same thing but they make us feel and respond
differently. The first pair of comments seems harsh while the latter
makes us like the other person more.
Talking face to face is a lot simpler as we don't have to bother with
"padding" our message because of voice, rhythm, and body language do
the job. This is why emails tend to be long and artificial - we need to
compensate for the lack of body language by writing more or else we
risk sounding brusque and rude.
It's also why we sweat over each word when we're about to send an
email to the boss, because we have to think of all the possible
interpretations. So we spend 10 minutes writing and rewriting a request
that could be done faster if we met them in a hallway. What's worse, we
all complain when we get long emails - but we'd be offended if it didn’t
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have some fluff.
To avoid sounding like a jerk, you should go out of your way to explain
your reasoning. This may feel phony, but it works. It softens the in-yourface tone your message could otherwise have. Even starting a message
with a cheerful “Hi, Amy“ instead of just "Amy" can soften the
impression. Adding a few emojis and informal "hey"s and "what you
think"s can also soften the message without creating too much
padding.
Electronic communication suffers from two additional problems:
• Delay - a problem can take much longer to solve using email than talking;
• Polarized decisions - we are less likely to make a compromise when we try to
reach a solution electronically; this happens because we lack the social
awareness and nonverbal channels which reduce our need to compromise.

The solution is to mix electronic communication with conference calls
and an occasional face-to-face meeting. This is especially important for
cross-functional project teams who work on complicated problems.
Without a real meeting from time to time, projects take much longer to
finish.

How to Collaborate With Your Team
Most of the collaboration is straightforward. For example, a designer
quickly mocks up several ideas, almost all of them awful. After a few
days, the team picks 3 strongest ones. The designer gets feedback and
chooses the best approach. Then they refine the idea, consult with the
client, and have the final design ready for coding.
Early work is always awful and that is perfectly ok; you need to start

somewhere. Once you have something, people will have ideas for
improving it. The initial work needs to be good enough to convey the
basic idea so you can have a conversation about it. From then on, it's
about polishing and communication.
Spend time prototyping just enough to figure out what it is you're
building. Comps are always an unfinished mess and don't look anything
like the final product; so treat them as a throwaway work and an
intermediate step to the final goal. Don't include them as part of the
final deliverables; the last thing you want is to spend time updating
pictures when the client paid you for a website.
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During a project, people work alone on their task and then ask for feedback
using task comments. For general things, project discussions are better.

Discussions are great for status updates, agreeing on the sitemap, what to
work on next, the color palette, or even sharing preliminary mockups. For
example, you might want your client to see that you're working on a task but
you don’t want them to see the result until it’s finished. In that case, create a
discussion and hide it from them. This can even serve as the place where you'll
share all your PSDs and high-res files you don't want your client to access
before they pay.

During discussions, there will be disagreements. The key to overcoming
them is to ask each side to explain their reasoning and then keep asking
“why” until they run out of arguments. Most discussions will unravel
once a person is asked to explain their line of thought. If it turns out
both sides have good arguments, the person who can back up their
argument with data usually wins.
The best argument you can have in a report or discussion is a user
testing video. Watching actual users struggling with the system is more
convincing than reading about it:
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How can’t he see the button? It’s right there!

Some people are better at arguing using email than talking in person or
via instant messengers. They can prepare intricate arguments to justify
their positions because they have time to shape their thoughts. Others
are better at real-time communication like instant messaging and
meetings because they can react faster. By using comments on tasks
and discussions, you give everyone time to make their case so the best
idea can win. Don't let someone win just because they can outtalk their
competition - it's about the quality of the idea, not the presenter's
charisma.

Everyone on the team should be able to add tasks, start discussions, and see
everything. Active Collab is about getting things done together and restricting
who can do what on a project is against that. You should trust your team and
not be afraid to let them see everything related to that project. If you can't trust
your people, you have much bigger problems than restricting access.
If you're bringing in contractors to your team, make sure they have access to
all the information and insight they need. Don't pigeonhole them and restrict
their access. You can't distribute information on a “need-to-know” basis
because you can't know what a contractor needs to know. If they're a designer,
for example, they need to have access to research and brief. Make them feel
like they're a part of the team, even if it's temporary. It's good for morale,
productivity, and quality.
You can keep all project-related information (such as project estimates, PDF
reports, service agreements, contracts, research, credentials, etc) inside notes
and discussions, or even tasks - they support attachments and you can hide
them from clients.
Keep all your assets in one place and share them with your team. Keep working
files in Google Drive or Dropbox so others can access the latest version
whenever they need without asking you to send it. When a file is ready for
feedback, attach it to the task so people can comment. You can keep finished
assets in Discussions too.
As you work, move tasks from list to list or change labels to indicate progress.
You can even prepend the status as the first part of a task's name (eg. Round1
TaskA, Round2 TaskA).
When you need input from someone, use @mentions so they get a notification.
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All the notifications will appear on their “My Work” page. Plus they'll get an
email to which they can directly reply from their inbox.

Each member has their own personal dashboard, My Work. It contains all their
updates, assigned tasks, time logs, and activities. It's a one-stop place from
which they can track everything they’re working on.

How Teams Form
When a new project starts, people get together and start working. Each
team goes from a shy group of people too polite to disagree to a welloiled machinery that gets the job done; this happens in four team
forming phases: forming, storming, norming, and performing.
The first stage is forming. People are enthusiastic, positive, and polite to
everyone. They may not know fully what the project is about and how
they fit in. They don't have established modes of communication so
they're extra careful not to offend anyone. This is the phase when a
project manager's role is the most dominant and everyone turns to them
for guidance.
After people get to know each other, they're less inhibited to disagree
and enter into conflicts. This the storming phase. It's when people find
out what they do and how they'll work - and some people won’t like it.
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Expect resistance and lots of compromise at this stage.
Once people start resolving their differences and appreciating their
colleagues' strengths, they’ll enter the norming stage. They may develop
internal jokes, bond, and start hanging out after work.
The last stage is performing, a point where the team can handle
anything you throw at them. They share the same goal, everyone pulls in
the same direction, and nothing can disrupt their performance because
they know how to work with each other.

In smaller companies, forming new teams doesn't happen often.
Instead, there's always the same group of people who work on every
project. In those cases, these phases occur when there's a new hire only
it’s not so dramatic; the new person just inherits the culture already in
place and tries to make it work with their previous team culture.

The Magic Formula for Good Teams
What separates a great team from an average one? Managers at Google
asked the same thing and decided to find answers with Project Aristotle.
Some of the things they asked were:
• How frequently do particular people eat together?
• Which traits do the best managers share?
• Should you put introverts together?
• What happens when you put together only the best workers in a team?
• Are teams more effective when everyone is friends outside work?

They took everything into the account: socializing outside office, shared
hobbies, educational backgrounds, outgoingness, memberships, age,
gender balance, team longevity, etc.
In the end, researchers didn't find the magic formula for the right mix of
specific personality types or skills or backgrounds. No matter how they
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arranged the data, they couldn't find a pattern. How a team was
composed didn't make any difference.
But they did find out what made one team better than another:
psychological safety. In successful teams, people:
• Are comfortable to be vulnerable in front of others,
• and feel safe to take risks.

There were other important dynamics, but psychological safety was
critical.
The reason was simple: we don't speak up when we don't understand
something because we don't want to risk sounding stupid. Although this
self-protection is normal, it's detrimental to effective teamwork.
People also don't want to put on a "work face" and leave a part of their
personality at home. They want to be who they are without fearing
someone might say something negative. To fulfill our maximum
potential, we must know that we can freely talk about messy and sad
things without fear of recrimination. We can’t just focus on efficiency we need to know others really hear us and that work is more than labor.
This psychological safety is difficult to create. There's no memo or a rule
that can force us to respect others. It's part of the company culture
which takes years to evolve. In today's fast-paced age, where companies
open and close every few years and people drift from one company to
another every few months, and sometimes culture doesn't have a
chance to get created in the first place.
The best you can do is:
• Discourage negativity;
• Lead by example by sharing your own personal highs and lows;
• Appreciate every idea, no matter if you like it or not;
• Focus on creating a positive workplace where people aren't afraid to speak
up or ask for clarification;
• Build trust by giving trust.

For teams that are spread among 3 continents, this is a bit trickier
because there is rarely the right time to talk about personal life. As
teams became more virtual, cooperation naturally declines. The only
way to prevent it is to take concrete measures to establish a
collaborative culture, like organizing get-togethers every month (or at
least every year).
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This happens because people don't know each other and the gap is
more difficult to bridge. But if people work together long enough, they'll
develop tacit understanding: they'll know each person's strengths and
weaknesses, have shared experiences from which to draw upon, and
unwritten rules that’ll help them collaborate more closely.

How Can Developers Collaborate Better
Developers work best when they work alone, but there are a few
instances where collaboration brings better results - namely peer review
and pair programming.
Peer review is when a developer finishes coding and gives the code to

someone else to examine for defects or improvements. The code that
goes through the peer review is of higher quality and has fewer bugs which means lower costs in the long run.
It's much cheaper to fix a bug before deployment than to spend time
documenting the bug, entering it into the backlog, deciding on its
priority, and then figuring out how the code works in the first place.

If you're very particular about what goes into your codebase, code
quality will improve. If code is rejected and goes back to In-Progress,
people will grumble at first. As you work more and more, code
acceptance on the first pass becomes a matter of pride and people will
do their best to produce clean, maintainable, well-designed code. That
is, if the management values quality over deadlines.
Code review does take some sacrifice. Because another developer goes
through the same work, they don't produce code of their own. This
means you get less done in the short run, but you save the project from
work down the road.
A good solution to the productivity problem is to make developers pull
tasks from a Code Review task list while they wait for QA (they can’t pull
more work due to the WIP limit).
The only problem with peer review is that it takes time for someone to
review new code and get familiar with it (especially if it's a major
feature). Some reviewer will tend to skim and give very general
feedback. Later, when the developer gets to work on the reviewed code,
they’ll have lots of feedback and suggestions - but it'll be too late.
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Be careful when you introduce code reviews to developers who didn’t
have them before. A harsh review can destroy a person and sink morale.
Once you do it a few times, people will be more open and will appreciate
it as a chance to learn and grow. You just need to make sure to soften
the blow until they get to that stage.
Code reviews aren't the same for every task:
• Some need to be big and official, like when you're releasing a big feature or a
new module.
• Some are minor, like when you fix a bug and a fellow developer just needs to
run a quick check.

Another collaboration technique is pair programming when two
developers work behind the same computer, sharing a keyboard and
mouse. It's much more collaboration-intensive. One dev is the driver and
the other the navigator, and they switch roles as needed. One is writing
the code and the other is reading and checking it while thinking through
problems and what to do next. If one person gets stuck, the other is
there to take the wheel.
Advantages of pair programming:
• People with different expertise can attack the problem from multiple angles;
• People learn new things as they show each other neat tricks and
workarounds;
• More people know the code and can maintain it in case one of them leaves;
• The code gets written quicker, has fewer bugs and code smells;
• People who work together are less likely to procrastinate;
• It builds morale and interpersonal relationships, which make people enjoy
their job more;
• There's less wandering off down blind alleys, losing focus, and banging head
against a wall.

Challenges of pair programming:
• Bad in big doses as spending 8 hours working together is too fatiguing;
• It doesn't work when people's personalities or motivations don't match, eg.
when a low-skill dev who doesn't care is paired with a senior dev who takes
over the process;
• It's hard to convince management it's a good investment when all they see
are doubled hours for the same work.

Pair programming is great if you have the resources and can focus on
high-quality code. It’s also good for risky and experimental projects that
are too complex for one person; or if you have a very complicated
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debugging process and you need to have another person thinking why
something won’t work.
Everyone should do code review. Pair programming, on the other hand,
should be done from time to time and only if the situation calls for it.

Why Developers and Designers Hate Meetings
To understand why developers and designers hate meetings and
interruptions, you have to understand the difference between a maker's
and a manager's schedule.
People who create things (designers, writers, developers) operate under
a maker's schedule, which is completely different from a manager's.
The manager's schedule is neatly divided into 1-hour blocks. They have
appointments throughout the day, which can be changed on the fly.
They timebox every task and can block of anywhere from half an hour to
several hours for a task. Changing the schedule is easy for them, plus
they don’t sacrifice any productivity while doing it.

Makers don't have this luxury. They can't divide their work into discrete

1-hour units; they need at least half a day of continuous work to get
anything done.

Makers carry an overhead cost when they start working. For example,
before a developer can start coding, they need at least half an hour to
navigate around code and plan what they need to do. Once interrupted,
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they need time to get all those things back in their short term memory
before they can start working.
Makers need continuous time periods of focused work. Managers don't they can switch between tasks and modes at no additional cost. Plus,
because managers operate under a schedule, they can always protect
themselves from interruptions by saying they’re busy and point to their
schedule to prove it.
That's why meetings are a disaster for makers, especially if they're in the
middle of the day. If you work from 9:00-17:00, and have a meeting from
12:00-14:00 (plus lunch), by the time you get to work, you'll only have
maybe two hours of continuous work - and that is if no one interrupts
you. That's barely enough to even get started. That's why people finish
their day without getting anything done.
Since managers have more power in organizations, they make everyone
submit to their way of scheduling. Business people also have the
privilege to have speculative meetings because they can afford them. A
designer will have more trouble agreeing to "a cup of coffee" as the only
way to get things done is to have a large, contiguous chunk of time to do
it.
There are several ways to make collaboration between management
and makers better:
• Let your team have flexible work hours or work from home. For example,
most freelance developers code at night because no one can interrupt them
and they can get things done while the world is quiet.
• Schedule meetings at the very start of the day. This way, people don't have to
switch gears in the middle of work and can work without keeping one eye on
the clock to make it to the meeting.
• Limit work to 40 hours/week, not 8 hours/day. If the person is in the zone,
the worst thing they can do is leave the zone because the time's up. Plus, if
they have one hour left, instead of waiting it out, they'll go home and use that
hour better next day.

Productive people also know when to work on what. There are some
tasks that require a lot of work and focus, and others that are
comfortingly routine. Sometimes, you just don't have the willpower to
start working on a large feature or solve a complex problem.
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Debugging is perfect at times like those because it's so straightforward.
The program is supposed to do x, but instead does y. You have to find out
why. The problem is constrained and you know you're going to win in the
end. This makes debugging a relaxing low-level activity when compared to
starting something big.

Some low-level tasks are: checking email, responding to messages,
admin stuff, catching up on news, updating tasks, checking results, etc.

Collaboration Myths
Lately, we came to revere collaboration as something that makes or
breaks an organization. Collaboration become a silver bullet for
everything. If you can't solve a problem or can't meet milestones on time
- collaborate! We begin to insist on collaboration even in places where it
hinders productivity.
Take Linux or Wikipedia for example, all projects that became successful
because of the sheer power of collaboration. They make us revere the
hive mind, the wisdom of crowds, the miracle of crowdsourcing.
But we're missing the big picture. If we take a closer look, all those
projects were created by people working alone. There were no
brainstorming sessions or huddle ups. They were all asynchronous,
relatively anonymous interactions. This doesn’t sound anything like a
typical, politically charged, face-to-face open office.
We need alone time to get things done. For example, the best musicians
and athletes become the best not by playing with the orchestra or in a
team - they become the best by practicing alone for long stretches of
time. Same way with students: those who study alone learn more than
those who work in groups.
You can engage in deliberate practice - the thing that actually makes
you better - only when you're alone. When we practice deliberately, we
identify tasks that are out of reach, learn how to do them, monitor
progress, and revise the process.
This applies especially to developers, designers, and writers. Kafka for
example couldn't write when his fiancée was near him:
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“You once said that you would like to sit beside me while I write. Listen, in that
case I could not write at all. For writing means revealing oneselfto excess; that
utmost ofself-revelation and surrender, in which a human being, when involved
with others, would feel he was losing himself, and from which, therefore, he will
always shrink as long as he is in his right mind. That is why one can never be
alone enough when one writes, why there can never be enough silence around
one when one writes, why even night is not night enough.”

That's why open-plan offices reduce productivity. Open office plans
simply squeeze more employees in less space, while management
hopes that'll make people collaborate more. But it doesn’t work like that.
People at open offices need to deal with a lot of interruptions and noise.
For instance, a guy to your right might have allergies and is constantly
clearing his throat; or a person in front of you may constantly interrupt
everyone with a non-funny joke. To make matters worse, the nonproductive employees only get louder and louder as time goes on.
Open offices make people generally more hostile, unmotivated, and
insecure. Research found that people in open offices:
• Change job more often,
• take more sick days,
• suffer from higher blood pressure and stress levels,
• argue more with colleagues,
• worry someone is eavesdropping or spying their computer screens,
• have fewer personal and confidential conversations,
• are more socially distant and slower to help others,
• have elevated heart rate due to loud and uncontrollable noise.

Collaboration is important but sitting people next to each other doesn't
translate automatically to more of it. What people need to be productive
is:
• A quiet space to work without distractions (2-4 person per office);
• A place where they can casually mingle and exchange ideas (during lunch or
chat);
• A place where people can have a meeting (conference room).

The presence of others can impair our problem-solving skills. Due to
peer pressure, we tend to follow what others say. No matter how smart
we are, we're all susceptible to the herd mentality.
In one experiment, students were given a test so simple that 95% of the
group answered every question correctly. But when the experimenters
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planted an actor who intentionally gave wrong answers, the percent of
students who gave all correct answers dropped to 25%. And the funny
things is, when everyone was asked if they were influenced by the actor,
everyone truly believed that they came up with the answer on their own.
Group brainstorming is another popular concept that doesn't work as

advertised. Common wisdom says that people in groups generate more
ideas than individuals - but that’s not true. People produce more ideas of
equal or higher quality on their own. And the performance gets worse as
the group size increases: groups of four perform better than groups six,
which in turn perform better than groups of hundreds
There are three possible explanations to why group brainstorming fails:
• Social loafing: people work less to achieve a goal when they work in a group
than when they work alone.
• Production blocking: only one person can talk and generate ideas at a time
while others have to sit passively.
• Evaluation apprehension: people are less likely to suggest an idea in fear of
looking stupid.

Even though group brainstorming doesn't work, it's getting more
popular than ever. That's because people need to believe the group
performed much better than it really did; they are attached to the
activity and need to justify it, or else admit they wasted time.
It’s ok to have a group brainstorming, as long as you know that the main
benefit of the activity is social cohesion and team bonding, and not
getting best ideas.
The exception is online brainstorming. It combines the best of both
worlds: people get to think alone and produce more, while at the same
time get to bounce ideas off each other. Online brainstorming, when
properly managed, gives better results than either group or solitary
brainstorming. Even the group size positively affects the results: the
more people, the better.
So next time you need to brainstorm some ideas, open a discussion,
invite people, and let them collaborate alone yet together. You'll get
better results than if you'd organize a meeting and force people to sit
passively while the speaker gets to finish their monologue. Plus, you'll
have a written trace of all the ideas so you won't have to type them out
manually.
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When you charge by the hour, time tracking is a
must. After all, you can only charge a client if you
can show them the timesheet. But even if you
charge a flat fee, it's a good idea to track time so
you can gauge how productive you are.
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Hourly Rates vs Flat Fees
Most agencies and freelancers charge by the hour. They have hourly
rates for different job types (like design, writing, development) and
quickly create invoices based on the time they spend on particular
tasks.
Charging by the hour has become the norm, but there are still some
clients who don’t like the open-endedness of time tracking. They have a
budget, a clear idea what they need, and paying by the hour seems risky
because they can't control it.
When searching for an app developer, a client just wants to know if they
can make the app and how much it'll all cost. They don’t care if you’ll
spend 30 hours on design and 60 hours on development, or vice versa.
They just want to know the bottom line.
When managing a client proposal, you first need to determine whether
to charge by the hour or a flat fee.
Charging by the hour is the best solution for you because it has the

least amount of risk. The client is less likely to ask for rework or change
the project scope because they have to pay for any extra work. As far as
you're concerned, they can ask for a thousand revisions as long as they
pay you by the hour.
A common error first-time freelancers and agencies make is to charge a
flat rate for a whole project. Then, they’re stuck with a huge project in
development and the client keeps asking for more and more work, thus
delaying milestones and payment. In the end, they spend a lot of time
making the client happy but end up earning nothing.
There are some instances where charging a flat, until-the-client-is-happy
fee is acceptable:
• When you can estimate with 100% certainty how long the work will take,
• You can finish work faster than estimated,
• Small jobs that take less than a couple of hours at most,
• You love working on a project and don't care how much time you spend.

A good rule of thumb when it comes to charging:
• If a project is complex and prone to scope creep, charge hourly.
• If you're doing routine and small jobs, charge a flat fee.
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How to Track Time
The best way to track time is to keep time records associated with the
tasks they belong to. So if you're working on a task "Roadmap page" and
you spent 5 hours on it, log that time directly on a task so you can keep
all the information in one place for later reference and billing.
Let's say you agreed on 200 hours for a project and you divide that time like
this:
• "Roadmap page" takes up 40 hours of design and is assigned to Dora
• "Log-in form" takes up 1 20 hours of coding (Dale) and 40 hours of testing
(Jake)
You create the tasks, put estimates next to each one, and then let team
members log time records against them.
For example, Dora works for 3 hours on the "Roadmap page" task on
Monday and 5 hours on Tuesday, and each day she adds a time record with
comments on what she did (either manually or via a timer app). For "Log-in
form" , both Dale and Jake add their own time records and comments.
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Once you have a system in place and people track time, you can:
• Monitor how much of the estimated time/budget you’ve spent;
• Identify tasks that are taking longer than they should;
• Learn where you make bad estimates;
• Present the client with a detailed breakdown of what you worked on;
• Invoice your work in under a minute.

Agencies often spend more time working on some tasks but they can't
bill for that time because they can't prove it. But once you can prove to a
client how much time you've spent working, you can charge for it. If
you're organized and keep track of everything, there's no chance you'll
lose money on billable work.

The best way to track time is to use a timer that has all your tasks in one
place and which will automatically store time records when you stop
working. This saves you from administrative work like entering time records
in a timesheet.

Tracking time with Active Collab Timer
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In some instances, manually entering how much you've worked is faster.
For example, you're in a meeting and running a timer would be
inconvenient. In that case, it's easier to finish the meeting and log the
time afterward. Or, if you're switching between different tasks often and
don't want to bother stopping and running the timer every few minutes,
just work and dedicate the last 5 minutes to add the time logs.
Getting the whole team to track time is a chore. People don't like filling
out timesheets, no matter how important the activity is.
To make sure people on your team log their time, follow these rules:
• A task can't be worked on before it gets an estimate.
• Each time log has to have a comment, explaining what was worked on.
• A task can't be completed if it doesn't have logged time.
• Check each day if the time logs were entered.
• Let each team member install a timer app and use it to track time.
• Keep track if someone logs time manually and ask why they did it.

Don't incentivize entering time records or creating bonuses for people
who log the most time. People will hack the system, one way or another.

Estimating Work
If you're just starting out, you'll work a lot because you can't accurately
estimate how much time you to need for various tasks. The key is to
make an estimate and track time against it. Any kind of estimate is good
for a start. As you work and see where you underestimate/overestimate,
you get better at it. But to get better, you need data - and that comes
only if you track time.
You need discipline to estimate and track time regularly. Some people
don't track time because they think it "slows" them down; but spending
too much time on a "quick" task hurts their income much more than the
few minutes it takes to make an estimate and add time records. Never
work on a task if you don't have at least a ballpark idea of how long
you're going to need and then see if the estimate is correct.
Once you made an estimate, recalibrate it as you go so you can improve
your project proposals. When you have realistic estimates and proof
behind them, you'll quote and manage client proposals better.
When estimating, take the task's complexity index into account. A
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complexity index helps you measure the chance a task will take longer
than you think. If you know a task might derail your schedule, you can
plan extra buffer time accordingly.
In creative work, how long something takes depends on:
• The time you need to make the thing;
• The time it takes to communicate (gather requirements, feedback, get buy-in,
and other admin stuff).

It would be ideal if you could bill for admin stuff too becuase sometimes
you spend more time on communication than actually creating the
thing. If you accurately estimate and agree on the the first part, but not
the second, your project profitability drops significantly. So you need to
manage both. To manage the first, know yourself and the work - to
manage the second, know your client.
Creative tasks such as writing and coding can take up as much time as
you give them (also known as Parkinson's law). To avoid procrastination,
allocate a fixed amount of time for each task (using estimates) and ship
what you have when the time is up. When you have immovable
boundaries boxing your time, you'll be more motivated to finish the
work.

Time Cheating
Hourly rates make clients nervous. For all they know, you might be
fabricating time records, or working more than necessary just so you
can charge more. As a result, a lot of time tracking apps have proofing
features.
For example, some timers take screenshots of your desktop at random
moments so clients can later review them to make sure you were doing
work stuff. Some timers count the number of keystrokes and clicks you
make, read titles of web pages you visit, or even get the first few
sentences of emails you write.
That's bad for a number of reasons:
• Privacy invasion and stealing the know-how;
• Hacks and workarounds that can be easily googled;
• A person needs time to think about work and that can't be measured;
• Pressure to always look your best in screenshots and fear to take a break;
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• Tasks where you don't actively participate (like video rendering) are billable
too.

When you're dealing with new clients, it's best to start with small
projects and build trust. When it's time for bigger projects, agree on:
• Manually adding time records for tasks that require thinking or research (as
long as it doesn't exceed the estimate),
• Tracking time for everythign else,
• Taking pauses without stopping a timer as long as the pauses don't last
longer than 5 minutes.

No matter how honest you personally are, clients get cheated by others
and have a good reason to be distrustful. These aren't necessarily big
cheats; small cheats are way more common as a person can rationalize
it and still believe they're a good person. For example, studies found that
people are more prone to stealing a $2 pen than a 1$ bill because
stealing money is harder to rationalize.
Time cheats can happen in a number of ways:
• When a deadline is approaching fast and there's no time to add time records,
people tend to take the total time they were in the office, subtract two hours
(one for lunch and one for dinner), and log the result, even if they worked
less by taking several long pauses during the day.
• Honest people who refuse to overbill have an overall billing rate that's 20%
lower than the average; as a result, when it's time for lay-off, they're the first
to go - thus sending a clear message to others that honesty isn't a good
thing.
• Some people are constantly "on-call" and bill every hour they spend
monitoring email for a project, no matter if they receive work or not.
• Management gives out bonuses to people who log more time or penalize
people who make a wrong estimate so people tweak their numbers either
directly or by creating artifical work.

The best you can do is earn trust by inviting a client directly to a project
so they can see for themselves where each hour went.
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Being Too Efficient
On a rare occasion, you'll finish a project much quicker than you told
your client. Don't punish yourself for that. If you nail something on the
first try, there's nothing wrong with that. Maybe the first design is the
winner and you don't have to create others to justify your estimate.
A client is paying you for the solution, not the time it took you to get
there. The important thing is you were honest in your estimate, which
was based on real numbers and your experience. It just so happened
that you finished earlier.
There are several ways to deal with this happy occasion:
Charge More

Stipulate a bonus clause in your contract if you deliver before the
deadline. Or raise your prices because you know you can deliver faster
than others.
Do Extra Work

Delight your client by adding a few more features than they asked for, as
a gift. They'll owe you for that and be more loyal. Just don't overdo it and
get a client used to something extra on every project - gifts have an
impact only when they're unplanned.
Sit on Work

Put away the finished work and wait a few days to show the work closer
to the estimated date. This way, you'll avoid the conversation on why
you're so early and make the client suspect you estimated later on
purpose.
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Billing is too important to leave it to your
accountant. You need to bill quickly and bill often to
keep money coming in at all times - the last thing
you want is to miss payroll and lose employees. But
to bill often, the process has to be really quick and
simple. Otherwise, you'll put off of creating
invoices, uninvoiced work will pile up, and when
you finally do send an invoice, you'll have to wait for
the client to pay it - which leads to serious cashflow
problems.
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How to Manage Invoices
The main trick to invoice quickly is to have all the data already in place
and just press a few buttons. Every task you worked on and the time you
logged should easily become an invoice item.
To get to the stage where you can invoice in under a minute, you’ll first
have to make sure you’ve planned the project and divided the work into
tasks. Then, you and your team need to track time on those tasks.

Not all time records are equal though. For example, to make a landing page,
you’ll do designing and coding - which have different hourly rates. Each time
record should specify the type of work so you can bill accordingly. Same
with clients - some clients you’ll charge more and others less for the same
type of work, depending on your agreement.

To make invoice management easier, start working on a project on either
the 1st or 15th of the month. Alternatively, you can invoice every week or
when you reach a predetermined milestone.
When the time comes to send an invoice for the first batch of work, see
what time records you didn't invoice on the project and invoice them. To
make it easier for clients to review the invoice, group the items by either
task, project, or job type.
Each invoice should have:
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When sending an invoice, write a quick summary email , explaining
where the money went and what the benefit is. For example, an invoice
may say "Implementing AJAX - 14 hours" but the client won't get it;
explain it in simple terms, eg. the site will load faster. Also, reassure
them that everything is going well and as planned. They can’t
understand your work and check up on you, so all they want to know is if
everything is ok.
When you create an invoice, send it as a PDF by email to your client. If the
client forgets to pay it after the due date, set up an automatic email reminder
to apply constant (but reasonable) pressure.
If the client misses a payment,
immediately stop working. It's better to
be safe than sorry when it comes to
money. This is why, during contract
negotiation, your goal is to specify the
payment schedule and the payment due
date. The earlier you catch a non-paying
customer, the sooner you can take action
and not bury yourself in more work,
hoping they’ll pay eventually.
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If you can, go for convenience and let your clients pay in one click by
setting up online payments. You can receive payments on your account
using any of the online payment processing companies (like PayPal,
Stripe, AuthorizeNet, and Braintree).
Use recurring invoices for clients that keep you on a retainer. Simply
creating a standard invoice and setting it to go off automatically each
week/month/quarter is enough to save you a few hours and make you
more productive.

Keep track of all your invoices and their status levels. When you have
multiple clients, it's easy to forget who paid what or how much. Keep
invoices visually recognizable and organized (know which are due, unsent,
or paid partially) to know if you need to take action.
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Special Invoicing Items
You'll have expenses on projects that don't relate to your services. These
things can include hosting, domain registration, stock photography, etc.
Before you buy anything, double-check with the client and use their
money only after they approve.
If you pay for the expenses using your own money and get reimbursed
through the invoice, make sure to visually separate the expenses from
hourly rates. You don't want your client to see a huge bill and think they
paid you more than agreed.
Think about whether you'll include the project manager’s and sale
agent’s fee in the invoice, or absorb it through the profit the company
makes. A project manager can spend a lot of time communicating with a
client, but they don't get to log their time and include it in the invoice;
still, it’s a project expense.
Not all clients are the same. Some are wonderful to work with and some
are a nightmare. You have the power to reward good clients by giving
them an angel discount and punish difficult ones by including a jerk tax
(only it won’t be called like that on the invoice).
A client earns the angel discount by being polite, providing feedback on
time, paying invoices dutifully, and generally being a nice human being.
Grant them a 5-10% discount or do something more than you promised.
Good clients are hard to come by, so give them a little extra service.
Care about them a little more than you have to. It'll leave a strong
impression and make it more likely they'll come again - good clients are

Online accounting software (like QuickBooks and Xero) is great for both
bookkeeping and billing. The best thing is, you can manage your tasks and
time records in Active Collab and send them to QuickBooks and Xero for
further manipulation. This will save your team and your accountant a lot
of time because they don't have to update each other. You just create an
invoice in Actie Collab from the tracked time and let accounting software
take care of it in their accounting app.
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worth it if it means you get to work with them again.

Keeping an Eye on the Budget
During the project kickoff, you agreed on the budget with your client.
The problem is, you sometimes run out before you finish the project
(due to scope creep or underestimating time and expenses).
To prevent going over budget (or at least spot the problem early on to
take action), you need to track the budget on a project-by-project basis.
You should get in the habit of updating your client weekly on the budget

How much budget you've spent, as
calculated by Active Collab
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If you spent more in the first phase than you initially planned, you need to
know why that is. The best way to find out is to see the estimated vs
actual time tracked breakdown for each task. By comparing the
estimated time, spent time, and the % done, you’ll get an idea on whether
you’ll be on time and on budget. Then you can see if certain tasks took more
time than planned, ask why, and talk with your client with actual data at
hand.

status. This way, you save both from having an awkward conversation
when something goes wrong or catching them by surprise and making
them wonder where the money went. If they're updated constantly,
they'll know where the budget went and when it's time to talk about the
best course of action.
Don't sweep problems under the rug, hoping the team will catch up. Be
upfront and make things right before the situation goes out of hand - it’s
much safer than trying to correct the mistake for which the client will
ultimately pay for.
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